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LAG IN EMPLOYMENT 


STRONG year-end business surge, accompanied by con- 

fident forecasts of continuing economic expansion in 
the new year, put the vanishing 1957-58 recession definitely 
into the category of past events. To all appearances, last 
year’s downturn has given way to a new period of growth 
and prosperity. However, cause for doubt and concern per- 
sists in one quarter. The unemployment picture brightened 
perceptibly in November, latest month for which statistics 
are available, but the proportion of the labor force with- 
out work is still well above what has to be expected in a 
free-enterprise economy.! Why job opportunities have 
failed to keep pace with the rise in business activity, and 
how a closer approach to full employment can be promoted, 
are questions certain to engage the attention of govern- 
ment officials, Congress, and the public in coming months. 


CHANGES IN TOTALS OF EMPLOYED AND UNEMPLOYED 


Total unemployment dropped last October to 3.8 million 
from a postwar peak in June 1958 of 5.4 million. The Oc- 
tober total was the lowest since December 1957, but 1.3 
million more workers were without jobs in October 1958 
than in October 1957. Although the number of unemployed 
remained virtually stationary in November 1958, the vol- 
ume of unemployment expressed as a percentage of the 
labor force,? seasonally adjusted, dropped to 5.9 per cent. 
The latter figure, while the lowest since January 1958, was 
considerably higher than the figure of 4.3 per cent recorded 
at the start of the recession in August 1957. 


The fact that the total number of jobless workers did not 


1 Even when jobs are generally plentiful, a certain number of people at any given 
time will not be working. This so-called frictional unemployment is accounted for 
by persons in the process of shifting jobs, idle because of illness, or temporarily out 
of work because of seasonal slack or other unavoidable factors. How much involun- 
tary unemployment can be added to normal frictional unemployment without spurring 
government authorities to attempt remedial action is problematical. The most com- 
mon estimate of the volume of unemployment that will be tolerated without great 
public outery has been 4 per cent of the labor force. 

2 The labor force, estimated monthly by the Census Bureau, consists of persons able 
to work who are either employed or actively seeking employment. 
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EMPLOYMENT-UNEMPLOYMENT TRENDS IN 1957-58 
Employed* Unemployed* % of labor force 
Month (thousands) (thousands) unemployed? 
August, 1957 . 66,994 2,609 4.3 
September _._. 65,674 2,552 4.5 
October —__ : 66,005 2,508 4.7 
November . 64,873 3,188 49 
December — 64,396 3,374 5.0 


January, 1958 62,238 4,494 5.8 
February — _... 61,988 6,173 6.7 
March . 62,311 5,198 7.0 
April ea 62,907 5,120 7.5 
May é ‘ . 64,061 4,904 7.2 
June , _.. 64,981 5,437 6.8 
July 65,179 5,294 7.3 
August 65,367 4,699 1.6 
September 64,629 4,111 7.2 
October 65,306 3,805 & | 
November 64,653 3,833 5.9 
* Persons aged .4 years and over. + Seasonally adjusted. 


Sources: Department of Commerce, Department of Labor, Council 
of Economic Advisers. 


increase appreciably in November came as a surprise to 
economists and was cited as evidence that business recov- 
ery had moved into second gear. Advent of cold weather 
always brings layoffs on farms and in construction and 
amusement industries. According to the Census Bureau, 
unemployment usually increases by 50 per cent from Oc- 
tober to January, apart from any changes caused by swings 
in the business cycle.2 The general rise in business activity 
was held chiefly responsible for the improved unemploy- 
ment situation in November and the two preceding months 
of 1958. Job increases were widespread in the durable 
goods industries, where the proportion of workers unem- 
ployed fell from 12 to 7.5 per cent between August and 
November. In the automobile industry the proportion of 
workers without jobs, which was above 30 per cent last 
spring, was almost down to 12 per cent in the month of 
November. 


Not all of the November gains were attributable to im- 
proved business conditions of a non-seasonal character. 
Gains in durable goods employment stemmed partly from 
settlement of short-lived strikes in automobile plants and 


® Unemployment likewise rises regularly in June, when an army of students and 
school and college graduates pours into the labor force. Similarly, unemployment 
declines in September as students return to school. 
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from ending of related work stoppages in metal and ma- 
chinery industries. Preparations for the Christmas trade 
resulted in a seasonal pick-up of 160,000 workers in retail 
enterprises, and most of these workers, together with 
thousands who were rehired in soft goods manufacturing, 
faced layoffs after the holidays. More significant, total 
emp!oyment in November fell by 700,009, chiefly due to cur- 
tailment of farm activity. The great majority of persons 
leaving farm jobs withdrew from the labor force instead 
of seeking other work and thus were not counted among 
the November unemployed. 


PACE OF JOB RECOVERY AFTER PREVIOUS DOWNTURNS 


The number of unemployed in November was still 700,- 
000 more than a year earlier, despite the fact that indus- 
trial production was greater than in the previous Novem- 
ber.4 Until late autumn of 1958, seasonally adjusted un- 
employment, measured as a percentage of the labor force, 
had fluctuated within narrow limits since the business cycle 
touched bottom in April. 


Statistical problems involved in arriving at seasonally 
adiusted unemployment are highly complex. Official gov- 
ernment figures, it is widely believed, may indicate more 
sluggishness and unsteadiness in absorption of the unem- 
ployed during the present recovery period than has actually 
been the case. However, comparison of Census Bureau 
estimates with estimates put out by the Committee for 
Economic Development, an independent business research 
and planning group, indicates that unemployment recently 
has been following roughly the same general course as in 
the climb out of the two preceding postwar slumps: a high 
level of joblessness that remained sticky for several months 
and then declined sharply. 


Employment, on the other hand, has clearly risen at a 
slower rate than in 1949 or 1954. The figures for employ- 
ment indicate that more than two-thirds of the persons who 
lost their jobs in the 1948-49 recession regained them in 
the first seven months of the upturn. Forty per cent got 
back their jobs in the same period of the 1953-54 recession. 
This time, however, the employment totals reflected a re- 
turn of only 25 per cent by November 1958, seventh month 
of the current upturn. 


‘ The Federal Reserve Board's index of industrial production (seasonally adjusted, 
1947-49100) stood at 141 in November 1958 compared with 139 in November 1957. 
The index had climbed steadily since teuching a recession low of 126 last April. 
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PATTERN OF UNEMPLOYMENT IN 1957-58 RECESSION 


Almost since business activity began to decline a year 
and a half ago, unemployment has conformed to a set pat- 
tern. It has been proportionately higher among the un- 
skilled and semi-skilled than among the skilled; among 
younger workers than among older workers; among single 
persons than among the married; among Negroes than 
among whites.’ Although the number of jobless has 
dropped by more than 1.5 million since last spring, the 
percentage out of work 15 weeks or longer has persisted at 
about one-third of the total unemployed. It is likely that 
many of the persons who fell into that category last spring 
were still there in the autumn, because 735,000 of the 1.2 
million November job-seekers who had been out of work 
at least 15 weeks had been jobless for the preceding six 
months or longer. Workers in hard and soft goods manu- 
facturing, mining, and transportation accounted for well 
over one-half of this group. This indicates that much of 
the most serious unemployment—measured in terms of 
duration—remains concentrated in the industries hit hard- 
est by the recession and in those where jobs were especially 
scarce before the recession began. 


Cities and states where these industries are located have 
comprised most of the “substantial labor surplus areas” 
listed every two months by the Bureau of Employment 
Security of the Department of Labor. Eighty-three of the 
149 major labor market areas in the country had an un- 
employment rate of above 6 per cent last November;* the 
total had been 89 at the depth of the recession. Seventeen 
of the areas had unemployment rates of between 9 and 12 
per cent in November, and 11 had still higher rates. 


It is difficult to determine in which of these labor markets 
the substantial unemployment is mainly the product of 
cyclical forces, and in which it is attributable to more funda- 
mental causes and was merely aggravated by the recession. 
However, 20 to 25 per cent of the communities beset by 
substantial unemployment today, and throughout the reces- 
sion, are generally considered areas of chronic joblessness. 
In July 1957, at the previous peak of business activity, 


5 More than 10 per cent of non-whites in the labor force, compared to 5 per cent 
of whites, were without jobs last November. 

* B.E.S. classifies unemployment as “substantial” when the rate exceeds 6 per cent. 
A major labor market area usually has a central city with a population of more 
than 560,000. The 149 such areas surveyed by B.E.S. contain 70 per cent of the 
country’s non-farm wage and salary workers. 
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there were 24 major areas of substantial unemployment 
and many of them are still in that category; they are pri- 
marily places where mining, textiles, and railroads have 
been the main sources of employment. Other labor market 
areas where unemployment was severe during most of 1958 
include metal and manufacturing centers, communities hard 
hit by loss of military installations or key plants, and a 
scattering of resort centers. 


Causes and Results of Employment Lag 


THERE are various reasons for the lag in reduction of 
unemployment and expansion of employment during the 
business upswing. For one thing, when output of goods 
and services rises from a recession low, many employers 
restore employees still on the job to a normal work-week 
before re-employing workers who have been laid off.7 This 
practice permits greater administrative economies and 
facilitates adjustment to any relapse in the progress of 
recovery. A second reason for the lag is that the labor 
force regularly expands at a rate of 700,000 to 800,000 
workers annually. During most of. the recent recession, 
unemployment was twice as high among new or recent 
entrants into the labor force—job-seekers aged 16 to 24— 
as among other age groups. 


The biggest reason for the job lag, economists agree, is 
that productivity takes a big jump in the aftermath of hard 
times. With profits down, management is spurred to cut 
costs by eliminating imprudent investments, initiating ad- 
ministrative economies, getting rid of deadwood. Em- 
ployees, anxious to hold their jobs, work harder and take 
fewer breaks, are more punctual, less often absent. Many 
employers retain as much of a good labor force as possible 
by keeping valued employees busy on maintenance work 
or related tasks. Other employers use the period of shut- 


7The average work-week in manufacturing, which touched bottom at 38.3 hours 
last April, had climbed to 39.9 hours by November—the longest average work-week 
in a year. Employers who reduce the work-week during a downturn minimize the 
number who become totally unemployed. Statistics on total unemployment thus tend 
to obscure the full impact of the work loss which occurs when output is declining. 

® This practice tends to reduce output per man-hour, but Albert E. Rees, associate 
professor of economics at the University of Chicago, pointed out to the congressional 
Joint Economic Committee last May 22: “Because this man who during the recession 
is working on maintenance that has been deferred because previously you were too 
busy to do it, he is really contributing to future output.” 
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down assembly lines to install new machinery that requires 
fewer men to operate. 


The First National City Bank of New York observed in 
its November 1958 Monthly Letter that “Following the 
1954 recession, industrial production soon regained and ex- 
ceeded its 1953 peak, but factory employment recovered 
less than two-thirds of the cutback experienced during the 
downturn.” This situation was attributed to the “greater 
industrial efficiency” stimulated by the recession. Stanley 
Ruttenberg, director of research for the A.F.L.-C.I.0., told 
the congressional Joint Economic Committee last Jan. 29 
that “It was not until one year after the pickup [in indus- 
trial production in 1954] started, that non-farm employ- 
ment was back to the pre-downturn level.” The same held 
true for the 1949 recession. And in both cases it took 
about a year to reduce the unemployment rate to 4 per cent. 


PROSPECT OF UNUSUALLY SLOW Jos PICKUP IN 1959 


If these patterns are to be duplicated in the current re- 
covery, employment will have to reach 66 million, and the 
unemployment rate be reduced to 4 per cent, by next spring. 
Most economists doubt that this will happen. Economic 
Trends, published by the A.F.L.-C.I.0. Economic Policy 
Committee, observed in October that “Output per man-hour 
seems to be rising more sharply than in previous postwar 
recoveries.” The bulletin said that “in the past half-year 
or so” productivity of all wage and salary employees in 
manufacturing had been rising “at a yearly rate of 7 per 
cent to 8 per cent or more.’® It asserted that “this ex- 
traordinary rise in output per man-hour” was what was 
“holding down improvement in jobs, reducing unit labor 
costs, and raising profit margins.” Government figures on 
output and jobs in manufacturing show that factory out- 
put rose 10.5 per cent between April and November 1958, 
while the number of wage and salary jobs in manufactur- 
ing increased only 2.3 per cent. 


The fact that the latest recession was the steepest and 
deepest since World War II stimulated an unprecedented 
employer drive to keep costs down. Another reason for 
the greater-than-usual spurt in productivity is that much 


*The A.F.L.-C.1.0. publication eaid that “For the year, 1958, as a whole—counting 
the smal! productivity wains of the early months, as well as the sharp advances of 
the past half-year—output per man-hour of a!!l emp'oyees in manufacturing will 
probably be about 3.5 per cent or more above 1957; output per man-hour of factory 
production »»d maintenance workers will probably be about 5 per cent or so greater 
than in 1957.” 





Lag in Employment 


of the $100 billion that American industry has invested in 
new plant and equipment in the past three years has just 
begun to be put to full use.° No great surge of capital 
goods spending, like that which helped to solve the unem- 
ployment problem after the 1953-54 recession, can be 
counted on to perform a similar service now. The McGraw- 
Hill survey on “Preliminary Plans for Capital Spending in 
1959-1960,” published Nov. 7, 1958, stated that current pro- 
grams called for an increase of such expenditures in 1959 
of only 0.5 per cent over 1958, and that “Total spending 
in 1958 is now estimated to be 15 per cent below the $38.4 
billion spent in 1957.” However, some upward revision of 
capital spending plans is anticipated." 


Productivity spurts in postwar recoveries have always 
accelerated the shifting of workers into expanding manu- 
facturing industries or into retail, wholesale, and service 
jobs—job categories that have held up well in every recent 
recession. These shifts always take some time to balance 
out, and it is feared that in the present case the time may 
be longer than ever. Although an increasingly serious man- 
power shortage is developing in electronics, engineering, 
and other industries and service trades related to missile 
production, the vast majority of jobless workers are un- 
trained in the skills needed to qualify for openings there. 
Moreover, in industries that serve modern defense needs, 
frequent and unexpected shifts in government orders make 
for a high rate of frictional unemployment that may in- 
crease as the pace of technological development mounts. 


A final set of reasons, cited by economists to explain why 
unemployment may persist, stems from the fact that there 
are many more job-seekers to absorb now than after pre- 
vious recessions. In October 1948, just before the first 
postwar slump began, 3.7 per cent of the labor force was 
idle. In July 1953, on the eve of the second slump, only 
2.6 per cent were jobless. But immediately before the 
most recent downturn started, the unemployment rate stood 
at 4.2 per cent. In addition, the labor force increased by 

1” The November issue of American Machinist, reporting results of that publication’s 
eighth inventory of metal working equipment, noted that the total number of machine 
too's installed in metal-working industries had declined more than 10 per cent since 
1953, but that during the same five-year period industrial capacity had increased 40 
per cent. 

1 McGraw-Hill noted that previous experience indicated an upward revision of the 
preliminary plans. “In the fall of 1954, when the economy was recovering from an 
earlier recession, business reported plans to spend 5 per cent less on new plants and 
equipment in 1955 than in 1954. By the spring of 1955 business had revised these 


plans and expected to spend 5 per cent more than in 1954. Actual expenditures in 
1955 exceeded 1954 by 7 per cent.” 
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only 400,000 between November 1957 and November 1958— 
about half the normal increase for twelve months. This 
has been taken to mean that many persons who had not 
been actively seeking work will join the labor force as soon 
as the time seems propitious. Such persons would include 
housewives desirous of adding to the family income, older 
persons who have involuntarily retired, and workers who 
had seasonal farm jobs last summer and who might decide 
to seek jobs in industrial centers. 


POSSIBLE INCREASE IN NUMBER OF DEPRESSED AREAS 


The American economy’s high degree of dependence on 
defense orders may contribute to keeping the number of 
labor markets with substantial unemployment unusually 
high in 1959. In at least a half-dozen of the areas recently 
so designated, layoffs of workers employed in the aircraft 
industry were a significant factor. It does not take as many 
production workers to build missiles as airplanes; more- 
over, once production of jets becomes routine, fewer work- 
ers will be needed. Unemployment has been substantial 
also in a number of communities where change-over from 
conventional weapons to missiles has resulted in shutdown 
of government-owned munitions plants or shrinkage in 
operations of armed forces installations. 


Changes in consumer tastes also may radically affect the 
job situation. The unemployment rate in November re- 
mained a little above 12 per cent in Detroit and other cities 
heavily dependent on automobile sales. The 83 areas then 
experiencing substantial unemployment included nearly all 
the established rubber, steel, and safety glass centers as 
well as the automobile assembly centers. Sales of new 
American cars have declined every year since 1955, and 
observers have attributed the decline to growing popularity 
of small foreign cars and to loss of the big car’s standing 
as a symbol of prestige.’2, Workers in traditional strong- 
holds of automotive and related industries have already suf- 
fered from the impact of automation and the tendency 
toward dispersal and relocation of giant industries. 


The Michigan Employment Security Commission re- 
cently forecast that unemployment in that state in 1959 
would average 12.2 per cent of the labor force. A key 
assumption was that automobile manufacturers would turn 
out 5.3 million cars in 1959, a million more than in 1958. 


12See “Small Cars,” E.R.R., 1958 Vol. II, pp. 859-863. 
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That increase, however, was not expected to be matched by 
a corresponding increase in jobs. Unemployment would 
stay high because of longer work-weeks, fewer non-produc- 
tion days, more overtime, and sharp increases in produc- 
tivity. Since 1957, the commission estimated, “We have 
added approximately 120,000 workers to the hard-core un- 
employment group.” 


Other manufacturing centers may be added to the list 
of communities plagued by chronic unemployment, through- 
out 1959 at least. A detailed analysis conducted a year 
ago concluded: “The ‘hard’ spots in a future peacetime 
economy are likely to be the states bordering the Pacific and 
Gulf coasts and their satellites. The soft spots are likely 
to include areas in New England (excluding Connecticut), 
the Pittsburgh area, the Detroit region and other selected 
areas in the East North Central states.” '* It is unlikely 
that employment in textiles, railroad equipment, and hard 
and soft coal will do more than hold its own in 1959. The 
underlying reason for persisting unemployment in these 
industries has been reduced demand. Each of the indus- 
tries has introduced technological improvements that have 
cut down the number of workers needed. Each has been 
confronted with forms of competition that have steadily 
gained ground—foreign and southern inroads in the case 
of New England textiles; other forms of transportation in 
the case of railroads; oil and gas in the case of coal. Com- 
munities in which branches of the industries are located 
have been, as in the case of automobile-oriented labor mar- 
kets, largely “one-industry” towns that have undertaken 
to attract other enterprises only in recent years. 


Proposals to Expand Job Opportunities 


THE EMPLOYMENT ACT of 1946 made it the “policy and 
responsibility of the federal government to use all prac- 
ticable means . . . in a manner calculated to foster and 
promote free competitive enterprise and the general wel- 
fare . . . to promote maximum employment, production, 
and purchasing power.” Thx legislation avoided the term 


%3 Walter Isard and Victor Fuchs, “Is American Industry Moving to New Loca- 
tions?” (Paper delivered at A.F.L.-C.1.0. Conference on the Changing Character 
of American Industry, Jan. 16, 1958.) 
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“full employment,” but Neil H. Jacoby, former member 
of the President’s Council of Economic Advisers, has pointed 
out that “The consensus of economists .. . is that the U.S. 
economy has full employment in a practical sense when 96 
per cent of the work force have jobs and about 4 per cent 
are in the process of changing jobs.” 


Unemployment averaged a little over 4 per cent during 
the two and one-half years prior to the recent recession, but 
economists agree that there is “nothing sacred” about the 
4 per cent level. They agree also that conflicts may 
arise between an employment goal and other objectives 
important for the economy as a whole. 


DEBATE OVER EFFECT OF UNEMPLOYMENT ON PRICES 


In recent years, for example, no economic problem has 
received more attention or been the subject of more inquiry 
than inflation. Many economists contend that virtually 
full employment tends to push prices upward. Emerson 
P. Schmidt, director of economic research for the United 
States Chamber of Commerce, said in a speech, April 27, 
1957, that the record of the postwar decade “does suggest 
that 4 per cent or less unemployment is not consistent with 
stability in the Consumer Price Index.” A professor of 
economics at the University of Delaware wrote in a recent 
magazine article: 


As employment reaches a saturation point, inflationary pressures 
are likely to mount sharply. Less efficient types of labor ... and 
poorer grades of material are likely to be all that are left for 
many firms, with the result that marginal variable costs tend to 
rise. ... There may also be problems of plant capacity; new 
installations, to break bottlenecks, may require temporarily even 
more serious shortages of finished consumer goods to free resources 
for plant construction. If there is a publicly acknowledged guar- 
antee of full employment in the literal sense, both labor and 
industry, in our environment of administered pricing and collective 
bargaining, may give way to price and wage increases in somewhat 
undisciplined fashion.16 


Other economists insist that action by the Federal Re- 
serve Board, the Executive Branch, and Congress can bring 
unemployment well below the 4 per cent level and, at the 


™% Quoted by Emerson P. Schmidt. U.S. Chamber of Commerce director of economic 
research, in a speech delivered April 27, 1957. 

% Unemployed workers made up 3.1 per cent of the civilian labor force in 1952; 
2.9 per cent in 1953; 5.6 per cent in 1954; 4.4 per cent in 1955; 4.2 per cent in 
195R- 43 per cent in 1957. The ratio averaged 6.9 per cent for the first 11 months 
of 1958. 

% Herbert E. Newman, “Full Employment as a Goal of Public Policy,” American 
Journal of Economica and Sociology, April 1958, p. 237. 
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same time, strike effectively at the problem of rising prices. 
They say that postwar experience indicates that produc- 
tivity rises fastest when the economy is growing fastest, 
when prosperity and nearly full employment prevail. Thus, 
it is argued, attainment of a big volume of business is the 
best way to cut labor costs per unit of output, and other 
costs as well. Theorists who assert that cutting costs is 
the chief way to maintain stable prices concede that when 
the economy is fully employed and demand is clearly exces- 
sive, orthodox remedies may properly be applied. But they 
point out that this condition does not exist at present. In 
their view the remedy for “creeping” inflation is not to 
balance budgets and tighten the money supply but to in- 
crease spending and reduce interest rates. 


Orthodox economists, on the other hand, insist that a 
level of unemployment as high as 5 or 6 per cent does not 
of itself justify increased federal spending if business activ- 
ity is picking up. They assert that the current fairly high 
rate of joblessness may result from the fact that many 
sectors of the economy are undergoing a rapid transition 
which in the long run will prove more of a blessing than a 
curse. Against the contention that spending is the best 
inflation cure, they point out that the only periods of rela- 
tive price stability since World War II have tended to 
coincide with recession. 


INFLATION, ECONOMIC GROWTH, AND WoRK OPENINGS 


Less orthodox economists contend that real economic 
growth has markedly slowed in recent years and must be 
accelerated for a variety of reasons—to overcome inflation, 
to solve the unemployment problem, to meet the Soviet 
threat. Any situation short of nearly full employment, 
they argue, poses not only serious social and human prob- 
lems but represents a needless and imprudent waste of 
resources.!7 The only way to increase the rate of economic 
growth is to increase the rate of total spending, and the 
best way to do this, it is held, is for the government to 
increase public spending and promote an increase in private 
spending. 


Interest in the case for more rapid economic growth has 


77 Leon H. Keyserling, former chairman of the Council of Economic Advisers, said 
in a letter printed in the Washiraton Post, Dec. 17, that “The Russians are now ex- 
panding their total national product at an annual rate estimated as hich as 7-10 
per cent by maintaining full employment and by doing all they can to accelerate their 
rate of technological advance and productivity increases.” Key-erling noted that the 
average annual growth rate in America in the past six years has been 1.3 per cent. 
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been growing,'* though there have been few signs of agree- 
ment on a program of federal action to stimulate growth 
and, in the process, reduce unemployment. Economists 
agree that unemployment could be virtually wiped out by 
large increases in federal spending, an easy credit policy, 
and tax changes, but they do not agree on the concomitant 
effects of such action. 


Among government officials, fear of inflation is dominant. 
Federal Reserve Board Chairman William McChesney 
Martin said, Dec. 12: “Let us not be carried away into 
thinking that interest rates are such a dominant force in 
the economy that they possess some magic so that they 
alone can determine the level of employment, unemploy- 
ment, and use of capacity—at high or low levels.” Martin 
warned that “When business is improving and moving ac- 
tively toward higher levels, a budget deficit becomes fuel 
on the fire of inflation.” President Eisenhower announced 
two days before Christmas that he would submit a balanced 
budget of $77 billion for fiscal 1960—down $3 billion from 
estimated expenditures for fiscal 1959, when the govern- 
ment is expected to run up a deficit of $12 billion.* The 
administration’s adherence to a rigid budget-balancing 
policy reduced the prospects for agreement with Congress 
on proposals bearing on unemployment, such as aid to de- 
pressed areas and changes in jobless insurance. 


PROPOSED AID TO AREAS OF CHRONIC UNEMPLOYMENT 


A bill to assist depressed areas received congressional 
approval last summer but was pocket-vetoed by President 
Eisenhower. The President said in a “memorandum of dis- 
approval” on Sept. 6 that he intended to ask Congress in 
January “to enact area assistance legislation more soundly 
conceived.” 2° Democratic and Republican supporters of 





%* The Democratic Advisory Council, recommending a legislative program on Dec. 7, 
said it was “elementary that a growing nation needs larger public as well as larger 
private expenditures.” The council added that in “a fully expanding economy, public 
budgets designed to service these needed programs would represent no larger, and 
most likely a smaller, part of our total national production than the inadequate public 
programs of recent years have represented in a retarded economy.” Senate Majority 
Leader Lyndon B. Johnson (D-Texas) on Nov. 7 had listed among 12 issues the 86th 
Congress must tackle “the high interest rates which are slowing the needed growth 
of our economy.” 

%* Former Treasury Secretary George M. Humphrey lauded the President’s decision 
to propose a balanced budget and said it would “lay the foundation for more, better 
and steadier jobs.” 

™” Noting that “for the past three years” he had urged adoption of a program of 
federal assistance “‘to communities of substantial and persistent unemployment,” the 
President’s memorandum contended that the bill (1) provided for “less local partici- 
pation . . . than is necessary or proper’; (2) was so “loosely drawn” as to make 
administration of its provisions “almost impossible’; and (3) would make assistance 
“available to areas in which unemployment is traceable essentially to temporary con- 
ditions.” See Congressional Quarterly, Weekly Report, Sept. 12, 1958, p. 1216. 
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last year’s measure have been clamoring for its repassage. 
Senate Majority Leader Johnson included a depressed areas 
bill as one of the 12 major points in the program for the 
86th Congress which he outlined on Nov. 7. 


The vetoed measure was designed to help depressed 
urban and rural areas, including coal and railroad centers; 
northern textile towns whose mills had shut down, were 
producing less, or had moved south; southern tobacco cen- 
ters; and manufacturing hubs where unemployment was 
widespread.?!_ It provided for a system of loans and grants 
to help afflicted areas buy sites, build factories, and in 
some cases construct needed public works to attract new 
industry ; in addition, vocational retraining for jobless work- 
ers was to be made available. 


The plan supported by the administration had the same 
basic purposes but proposed more limited action. A revised 
version, circulated among Republican leaders in mid-De- 
cember 1958, would provide (1) $50 million in loans to 
hard-hit areas; (2) $1.5 million in grants for research 
studies of the economic potential of depressed areas; and 
(3) $1.5 million in grants for research studies in one-indus- 
try towns in rural areas of high unemployment.22. The 
loans would have a 25-year limit for repayment and could 
not cover more than 35 per cent of the cost of any project; 
the locality or state would be required to finance at least 
65 per cent of the cost. The vetoed bill authorized expendi- 
tures of $279.5 million. It provided for $100 million in 
loans to rural areas; $100 million in loans to urban areas; 
$75 million in grants for public works; and $4.5 million 
for technical aid. Loans were to run for 40 years and to 
cover up to 65 per cent of project costs.”8 


Whether these differences can be compromised to the 
satisfaction of the President is problematical. Some admin- 
istration leaders are believed to have been urging a $150 
million program, and supporters in Congress of a more 
liberal bill are said to be ready to seek an agreement. 


71 An area was to be eligible for assistance if it had suffered 12 per cent unemploy- 
ment during the preceding year, 9 per cent during 15 of the preceding 18 months, or 
6 per cent during 18 of the preceding 24 months. An area suffering at least 15 per 
cent unemployment for six consecutive months was to qualify if an Area Redevelop- 
ment commissioner determined that the principal causes of joblessness were not of a 
temporary nature. 

*2 The third provision was not included in the President’s earlier recommendations. 

2% The $279.5 million program represented a compromise between a Senate-approved 
authorization of $379 million and a House total of $275 million. The Senate version 
included an additional $100 million in loans for public works to attract new industrial 
enterprises. 
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One reason why a depressed areas bill in some form 
may become law, it has been pointed out, is that 37 of 
the 47 House seats that switched from the Republican to 
the Democratic column in the 1958 election represent labor 
surplus areas. Ten of the 13 Democratic senators replac- 
ing Republicans, moreover, are from states where there are 
areas of unemployment of sufficient severity to have made 
them eligible for aid under terms of the vetoed measure. 


CALLS FOR UNEMPLOYMENT COMPENSATION REVISION 


Sometime before April 1, Congress must give further 
consideration to the unemployment insurance provisions of 
the Social Security Act. The Temporary Unemployment 
Compensation Act of 1958, signed by the President last 
June 6, expires on March 31. That measure authorized 
federal loans to states wishing to extend the duration of 
unemployment benefits by as much as 50 per cent over the 
period currently stipulated by state law.” 


Last spring an estimated 800,000 jobless workers had 
exhausted their rights to unemployment compensation, and 
another one to two million were expected to find themselves 
in the same fix before the recession ended. Unemployment 
insurance figures for the autumn months indicate that the 
federal program helped to mitigate the hardships of those 
without jobs. Benefits were paid under the regular state 
programs in September, October, and November to an aver- 
age, respectively, of 1,900,000, 1,725,000, and 1,775,000 
unemployed. Additional jobless workers who received ben- 
efits, owing to participation of their states in the temporary 
federal loan program, numbered 636,000, 500,000, and 415,- 
000, respectively, in the three months. 


Arthur F. Burns, former chairman of the Council of 
Economic Advisers, said in a speech before the Joint Coun- 
cil on Economic Education on Nov. 19: “Now that our 
economy is once more expanding, we are in a position to 
proceed deliberately and to carry out permanent improve- 
ments in unemployment insurance, not only with a view 
to mitigating individual hardships but also with the objec- 
tive of increasing the resistance of our economy to future 
recession.” Burns called such action “the most useful step 
we can take in the near future.” He said of existing unem- 
ployment compensation provisions: 


“See “Emergency Jobless Aid,” E.R.R., 1958 Vol. I, pp. 283-299. Twenty-two 
states have been participating in the temporary program. 
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The benefits provided for workers are inadequate in many states. 
The maximum weekly benefit represents fifty per cent or more of 
the average weekly wages of insured workers in only six states. 
The duration of benefits is twenty-six weeks or longer for all 
eligible claimants in only seven states. More serious still, thirteen 


million workers are entirely excluded from the protection of unem- 
ployment insurance.25 


The question facing Congress is whether to renew with- 
out substantial change the emergency statute enacted last 
spring to encourage states to extend benefit periods, or 
to make changes in the basic federal law that would force 
the states to raise existing benefit standards on a permanent 
basis. A third choice is to let the temporary act expire 
without overhauling the basic provisions. President Eisen- 
hower has made it plain that he will not ask Congress to 
renew the $665 million temporary program,”* but he has 
not indicated how he feels about permanent changes that 
would involve federal spending. Sen. John F. Kennedy 
(D-Mass.) and Rep. (now Sen.) Eugene J. McCarthy (D- 
Minn.) introduced identical measures last February to make 
39 weeks the uniform period for maximum duration of ben- 
efits and 50 per cent of average wages, with some over-all 
limitations, the standard benefit payment in all states. 


The Federal Advisory Council on Employment, a group 
representing labor, business, and the public, told Secretary 
of Labor James P. Mitchell on Dec. 24 that the existing 
program of jobless benefits had proved inadequate during 
the recession. The 25-member council therefore urged 
establishment of higher federal standards for the amount 
and duration of jobless payments. A majority advocated 
a program under which the states would be encouraged, 
but not required, to pay maximum benefits for 30 weeks 
equal to two-thirds of the average weekly wage paid in the 
state to covered workers. Support in Congress for per- 
manent changes in the system of unemployment compen- 
sation will depend to considerable degree on the extent of 
re-employment in the next few months. 


POSSIBLE REACTION TO UNEMPLOYMENT IN GooDp TIMES 


The difficulty of reducing unemployment in the near 
future to the more or less acceptable level of 4 per cent 


% Weekly benefit checks to insured unemployed workers averaged $30.33 in Novem- 
ber 1958. Weekly earnings of factory workers that month averaged $86.58. 


* The President said in his budget statement on Dec. 23: “Reductions in total 
spending will be achieved in part by reason of the ending of temporary programs in 
agriculture, unemployment insurance, and housing.” 
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of the labor force can be deduced from recent observations 
of Commissioner of Labor Statistics Ewan Clague. Clague 
said, Nov. 17, that increasing production in 1959 to the 
record high of the summer of 1957 still “would leave us four 
million jobs short of reasonably minimum unemployment.” 
He added that the four million too many unemployed work- 
ers would include two million rendered jobless by pro- 
ductivity gains; a million and a quarter currently without 
work; and three-quarters of a million new entrants into 
the labor force. It would take “a rise of about $35 to $40 
billion in the gross national product to pick up these four 
million jobs,” Clague estimated. “When that level is 
reached,” he had said on Nov. 6, “we might expect that 
the unemployed would be reduced to levels more consistent 
with prosperity—say, about 4 per cent of the labor force.” 


Attainment in 1959 of the G.N.P. gain mentioned by 
Clague would not be out of line with the experience of 
other post-recession periods. The gross national product 
rose from $257 billion in 1949 to $285 billion in 1950, then 
climbed to $329 billion in 1951 under the impetus of Korean 
War demands. Later gains carried the total from $363 
billion in 1954 to $397 billion in 1955 and to $419 billion 
in 1956. 

Whether economic activity will advance as fast in 1959 
and 1960 is not yet clear. A number of economists have 
predicted that the gross national product will reach an 
annual rate of $480 billion by the end of 1959, but the 
total for the year as a whole will necessarily be lower. The 
1959 G.N.P. has been estimated in some quarters at as low 
a figure as $460 billion—only $20 billion more than the 
probable total for 1958 and far short of the gain needed to 
bring unemployment down to 4 per cent. 


Persistence of unemployment at levels well above 4 per 
cent would sharpen battle lines, in the collective bargaining 
sphere, on such issues as longer paid vacations, shorter 
work-weeks, and increased supplementary unemployment 
benefits. David J. McDonald, president of the powerful 
United Steelworkers union which is scheduled to negotiate 
new labor contracts in 1959, told local union leaders last 
May that the parent union might seek extra three-month 
vacations for its members every five years. He said the 
extended vacation plan would cost industry less than a four- 
day work-week and might be more acceptable to the 
companies. 
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